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Addressograph-Multigraph Corporation 


TO THE STOCKHOLDERS: 

Your Directors submit herewith statement of consolidated income 
and surplus accounts and consolidated balance sheet as at July 31, 1942, 
together with certificate of Messrs. Price, Waterhouse and Company, 
independent auditors. 


INCOME ACCOUNT 

The net profit from operations of the corporation for the year ending 
July 31, 1942, (including only our Canadian subsidiary) amounted to 
$1,660,750, or slightly in excess of $2.20 per share, after all deductions, 
including engineering, laboratory, development, patent and royalty ex¬ 
penses ($352,408) ; depreciation and leasehold amortization of operating 
plant and equipment ($581,577) ; interest and amortization of expenses 
on debentures and bank loans ($99,287) ; estimated provision for Federal 
and Canadian income taxes, including excess profits taxes ($903,271) ; and 
conti ngencies ($700,000). 

This compares with net profit from operations for the year ending 
July 31, 1941, of $1,510,041, or slightly in excess of $2.00 per share. 

While care was taken to give full consideration to all ascertainable 
factors before determining the profits for the year under review, it will be 
appreciated that in these abnormal times a number of uncertainties exist 
which may effect many companies, including yours. Therefore, the manage¬ 
ment has considered it only prudent to recognize such possibilities and 
accordingly the amount of $700,000 was deducted from the profits as a 
provision for losses from postwar adjustments, plant rearrangement, and 
other future contingencies, which if they arise may have a direct bearing 
on the result of operations for the year just ended. 

As was the case in previous reports, it is impossible to give any data 
regarding our European subsidiaries. So far as our British subsidiary is 
concerned, it continues to operate on a profitable basis. In any event, due to 
wartime conditions, the operations of our European and British sub¬ 
sidiaries are not included in the accounts presented. 

EARNED SURPLUS ACCOUNT 

There were no changes in the earned surplus account during the year, 
except in respect of the addition of the net profits for the year and the 
deduction of dividends paid. 

CAPITAL SURPLUS ACCOUNT 

There were no changes in the capital surplus account during the year. 

BALANCE SHEET 

At July 31, 1942, current assets were $11,504,494 (including cash of 
$1,072,290), and current liabilities were $4,004,158, after payment of 
dividends aggregating $753,813 and repayment of bank loan installments 
of $200,000. This compares with current assets of $9,590,969, and current 
liabilities of $3,197,839 at July 31, 1941. 









Inventories at July 31, 1942, were carefully compiled and are con¬ 
servatively stated, being priced at the lower of cost or market. In 
accordance with our regular practice, future commitments for the purchase 
of raw materials are made on a basis that would have little if any effect on 
the financial position of the corporation. 

Under authority of your Board of Directors, the corporation, as of 
March 15, 1942, made an issue of $500,000 in Ten-Year 3 %% Sinking 
Fund Debentures and negotiated a five-year Bank Loan Agreement of 
$500,000 at 2i/i%. The loan is repayable $50,000 on September and March 
15th in each year up to and including March 15, 1947, and the first payment 
has already been made. The debentures are repayable at the rate of $50,000 
on September and March 15th of each year commencing September, 1947. 
The proceeds were used to reimburse the corporation’s treasury for plant 
expansion as referred to elsewhere. 

SALES 

During the year under review, domestic orders received for our regular 
products showed an increase of 33% over the year ending July 31, 1941. 
Additionally, we are cooperating wholeheartedly with the United States 
and British Governments and very substantial orders for defense and war 
work, either as direct contractors or sub-contractors, have been received. 
At this time our total backlog of orders, approximately $33,000,000, is at 
an all time high. Total shipments during the same period increased about 
50% as compared to a year ago. 

In common with industry generally, your corporation has, of course, 
been subject to the various limitation and restrictive orders issued from 
time to time by the War Production Board, or its subsidiary agencies, in 
respect to materials, production and distribution. However, due to the im¬ 
portance of the position we occupy in the war effort and to the increasing 
demands of the various U. S. Government departments and agencies and 
war industries in general, our volume continues on a satisfactory basis. 

RESEARCH AND DEVELOPMENT 

The immediate task, of course, is the winning of the war, and in this 
effort your corporation is taking a most active part with products resulting 
from a long established policy of research and development. The many new 
uses and the highly successful manner in which these products are now 
serving the Army, Navy, Maritime Commission and war industries will be 
equally as effective in business after the war period. Furthermore, in ad¬ 
dition to having a number of new products ready when most needed in the 
present emergency, the research and development division likewise had 
ready a long line of substitute materials for its many products, thus 
freeing innumerable materials of a critical nature for the war effort, and 
at the same time assuring an uninterrupted flow of essential goods to its 
thousands of users. 

Since the importance of preparation through research and development 
could not have been better exemplified, your corporation believes it has a 
definite obligation, insofar as existing conditions will permit, in preparing 







to meet the problems that will inevitably confront the business world on 
its return to normality. As a matter of fact, at the time of Pearl Harbor 
several entirely new developments were practically ready for production, 
but due to the crowded condition of tool shops, operating to capacity on 
war work, these new products will not be available until after the war. 
Nevertheless, it is anticipated that the market for these products will be 
greater than any in the history of the corporation. 

MANUFACTURING 

Due to the continued and substantial increase in the volume of business 
received during the year under review, brought about by the heavy demand 
for our products by the various government departments and war indus¬ 
tries, as well as direct and sub-contracts for units outside our regular 
product, further expenditures had to be made for additional machine tools 
and other equipment, approximately one and a quarter million dollars being 
expended in this respect. This amount was raised largely through the is¬ 
suance of debentures and bank borrowings as referred to under the heading 
of Balance Sheet. 


It is with deep regret that we record the death on April 25, 
1942, of Mr. Perley Morse, Vice President and Director of the 
corporation since its inception in 1924. 


EMPLOYEE RELATIONS 

Notwithstanding the emergency conditions which continued through¬ 
out the year and where substantially augmented after the declaration of 
war by the United States, conditions of employment continued on a satis¬ 
factory basis and the heavy increase in the volume of business being ob¬ 
tained enabled your corporation not only to add substantially to the number 
of employees but to maintain their earnings at the highest possible levels. 
Training courses covering various phases of operations which have been 
under way for the past several years continue to produce satisfactory 
results. 

At this time we are proud to announce that over 700 former employees 
are now serving in various branches of the United States Government. 
Hundreds of others, deferred because of their special skill and need in our 
war work, also deserve our tribute. Whatever the manner in which it can 
best and most usefully serve, our entire organization is dedicated to the 

service of our country in this gravest crisis of its history. 

* * * * 

The Board of Directors takes particular pleasure in recording its 
appreciation of the wholehearted and efficient manner in which the mem¬ 
bers of our organization have carried out the duties assigned to them, 
notwithstanding the constantly increasing burdens placed upon them and 
the difficulties brought about by war conditions. 

On behalf of the Board, 

FRANK H. WOODS, Chairman, 
November 14, 1942 JOSEPH E. ROGERS, President. 









ASSETS 


Addressograph-Mult 
and Canadian Sul 

CONSOLIDATED BALANCE SI 

(See accompa) 


Current Assets: 

Cash in banks and on hand_ $1,072,289.72 

Accounts receivable: 

United States Government agencies and departments_$2,461,047.65 

Other customers (including installment accounts of 

$282,824.98) - 2,209,955.77 

Other war work contractors and miscellaneous_ 335,736.19 

$5,006,739.61 

Less —Reserve- 110,605.47 4,896,134.14 

Sales agents' accounts for merchandise_ 279,943.62 

Inventories, priced at the lower of cost or market (includ¬ 
ing $1,064,839.69 in respect of war contracts, other than 

company's regular products), less reserve_ 5,256,126.49 $11,504,493.97 

Advances and Miscellaneous Investments: 


Advances to sales agents and salesmen, other than accounts 

for merchandise_$ 299,647.61 

Less —Reserve_ 187,953.48 

Sundry accounts and loans, including employees_ 

Cash surrender value of life insurance policies_ 

Miscellaneous securities, at cost ($112,561.35 in Canadian 

bonds) _ 

Post-War refundable portion of Federal and Canadian ex¬ 
cess profits taxes_ 

Non-operating properties, reduced to approximate assessed 
value in 1933 by authority of the Board of Directors, less 

reserve (Note 2)_ 

investments in (at cost, less adjustment at acquisition date) 
and advances to English Subsidiary Company, not con¬ 
solidated _ 

Investments in and Advances to European Companies: 

French and German subsidiary companies, not consolidated 
Payments on account, expenses and advances in connection 
with the acquisition (not completed) of an interest in the 
capital stocks of foreign companies, mainly in Germany_ 

Less —Reserve_ 


$ 111,694.13 
58,240.99 

174.357.41 

156,633.19 

3,426.91 

250.349.41 


$ 977,123.84 

485,818.40 

$1,462,942.24 

1,462,942.24 


1 

754,702.04 

692,072.66 


RENTAL MACHINES: 

Less —Reserve for depreciation_ 

fixed assets: (Note 3) 

Land, buildings, machinery and equipment, at cost_$8,096,495.83 

Less —Reserve for depreciation_ 3,792,185.06 

Leasehold improvements, less amortization_ 

Intangible Assets: 


Patents (not segregated in the accounts), trade marks, 
goodwill, etc., including $1,900,000 (net) based on man¬ 
agement's valuation at June 30, 1927, and valuations 
assigned to acquisitions from predecessor companies for 
capital stock, etc. (Note 4)_ 

Patents and other expenditures, less amortization_ 

Deferred Charges: 

Prepaid insurance, stationery, and other deferred expenses. 

Long Term debt expense, less amortization_ 


$ 302,157.55 

194,398.64 107,758.91 


$4,304,310.77 

34,123.02 4,338,433.79 

J 

$2,361,259.26 

77,007.05 2,438,266.31 

$ 390,951.30 

22,744.89 413,696.19 

$20,249,423.87 











































:igraph Corporation 
)sidiary Company 

IEET (Note 1) - JULY 31, 1942 
nying Notes) 


LIABILITIES 


Current Liabilities : 

Accounts payable_ $ 719,050.79 

Sales agents* and salesmen’s credit balances_ 568,593.89 

Supply contract obligations_ 100,186.34 

Accrued taxes, interest, payroll and other expenses_ 781,627.66 

Principal amount of 2M% notes payable to bank, due 
September 15 and October 1, 1942, and March 15 and 

April 1, 1943_ 300,000.00 

Federal and Canadian income and excess profits taxes_ 1,534,699.78 


DEFERRED INCOME: 

Unearned interest on installment accounts. 


Reserves: 

For insurance of machines and fixtures in the field_ $ 91,111.05 

For additional Federal income and excess profits taxes and 
I contingencies (Note 5)_ 930,374.06 


Long Term Debt: 

Notes payable to bank, 2^4%, $50,000 due semi-annually 
from September 15, 1942, to March 17, 1947, and 
$100,000 due semi-annually from October 1, 1942, to 

April 1, 1946-$1,300,000.00 

Less—Principal amount included above in current liabil¬ 
ities - 300,000.00 $1,000,000.00 

Fifteen Year 3% Sinking Fund Debentures, due April 1, 

1956, $100,000 redeemable semi-annually from October 

1, 1946 -$2,000,000.00 

Ten Year 3 X A% Sinking Fund Debentures, due March 15, 

1952, $50,000 redeemable semi-annually from September 

15, 1947- 500,000.00 2,500,000.00 


Capital Stock and Surplus: 

Capital Stock: 

Authorized—1,000,000 shares of $10 par value 

Issued—760,213 shares_ 

Less —In Treasury, 6,400 shares_ 

Surplus, per statement attached: 


Capital surplus-$ 569,378.88 

Earned Surplus (Note 6)_ 3,611,943.64 


$7,602,130.00 

64,000.00 

$7,538,130.00 


4,181,322.52 


$ 4,004,158.46 


4,327.78 


1,021,485.11 


3,500,000.00 


11,719,452.52 


$20,249,423.87 



































Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 

NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS, JULY 31, 1942 


(1) The accounts for current assets, current liabilities, deferred charges, etc., of the Canadian sub¬ 
sidiary company were converted to U. S. dollars at $.898828, the rate current at July 31, 1942; the 
counts for rental machines, fixed and intangible assets and the relative reserves at $1.00 and the profit 
and loss accounts at an average of the rates in effect during the year. The U. S. dollar equivalent of 
the net assets of the Canadian subsidiary company included in the consolidated balance sheet, converted 
as explained above, amounted to $481,877.85 of which $273,890.12 represents net current assets. 

(2) Since the reduction in 1933 of the book value of the non-operating property to approximate 
assessed value, no provision has been made for depreciation of the larger part of such property. 

(3) The financial statements do not include the cost and relative depreciation in respect of machin¬ 
ery and equipment used by the company but owned by the United States Government. 

(4) Current expenditures in respect of United States patents are not capitalized but are charged 
to profit and loss as incurred. Therefore, no provision is being made for the amortization of patents, 
(not segregated in the accounts) which may be included in the amount of $2,361,259.26 shown on the 
accompanying balance sheet. Expenditures for foreign patents are being capitalized and amortized over 
the approximate lives thereof. 

(5) The adequacy of the reserve for additional Federal income and excess profits taxes cannot be 
determined at present with reasonable assurance, pending the final determination of matters in dispute, 
for 1939 and certain prior years, and the audit and settlement by the Bureau of Internal Revenue of the 
returns for 1940, 1941 and 1942. 

(6) Under the terms of the Agreement covering the Notes Payable to bank and of the Trust In¬ 
denture covering the Sinking Fund Debentures, the company has agreed not to declare or pay dividends 
(except stock dividends), unless certain conditions are met. As more fully set forth in the aforesaid 
Agreement and Indenture, the principal condition is, briefly, that dividends shall not exceed the sum 
of consolidated net income of the company and its Canadian subsidiary company earned after July 31, 
1940 ($1,663,166.23, after deducting dividends paid during the two years ended July 31, 1942) and 
$400,000.00. 

(7) In computing the provision for Federal income and excess profits taxes, pursuant to the Reve¬ 
nue Act of 1942, the earnings included in the consolidated statement of profit and loss were reduced, 
for tax purposes, by approximately $1,475,000 for losses, resulting from the war, in respect of the 
company’s European investments and advances; reserves for such losses were provided on the books 
in prior years. 

(8) The company’s operations may be subject to the renegotiation provisions of the Sixth Supple¬ 
mental National Defense Appropriation Act approved April 28, 1942 (“War Profits Control Act”). 
No request has been received by the comapny regarding renegotiation, price reductions or data relating 
to the consideration thereof. The effect, if any, of the aforesaid Act upon the company's earnings and 
financial position is not known at this date. 







Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 

CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDING JULY 31, 1942 

(See accompanying notes) 


Sales, less returns, allowances and discounts, other than 
sales agents* discounts, (including billings of $3,272,600.46 
in respect of war contracts in process, for other than 

company’s regular products)_ $22,014,572.33 


Deduct: 

Cost of goods sold_$11,058,750.64 

Engineering, laboratory, development, patent and royalty 

expense (including amortization) (Note 4)- 352,408.09 

Depreciation and leasehold amortization (Note 2)- 581,577.53 $11,992,736.26 

Commissions and discounts to sales agents and branch 
expenses __ 4,742,766.43 16,735,502.69 

Profit on sales before deducting other selling, advertis¬ 
ing, general and administrative expenses- $ 5,279,069.64 


Deduct : 

Other selling, advertising, general and administrative 

expenses _ 

Operating Income- 


2,101,421.44 

$ 3,177,648.20 


Add: 

Interest and discount earned and other miscellaneous in¬ 
come _ 

Rental income on non-operating properties, less main¬ 
tenance and taxes- 


Deduct: 

Interest and amortization of expenses on long term debt. 

Interest on short term bank loans- 

Profit before provision for Federal and Canadian income 
and excess profits taxes and contingencies_ 


Deduct: 

Provision for Federal income and excess profits taxes 
($406,900 for excess profits tax, after deducting $2,100 

for Post-War refundable portion) (Note 7)_ 

Provision for Canadian income and excess profits taxes 
(after deducting $1,326.91 for Post-War refundable 
portion) _ 


Deduct: 

Provision for contingencies- 

Profit carried to earned surplus (including $60,796.13 for 
the Canadian subsidiary company) (Note 8)- 


$ 170,394.33 

15,266.46 185,660.79 

$ 3,363,308.99 


$ 94,524.88 

4,762.50 99,287.38 

$ 3,264,021.61 


$ 832,900.00 

70,371.17 903,271.17 

$ 2,360,750.44 

700,000.00 

$ 1,660,750.44 






































Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 

CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDING JULY 31, 1942 

(See accompanying notes) 


Earned Surplus 

Balance at July 31, 1941, per previous accounts_ $2,705,006.20 

Add: 

Profit for the year ended July 31, 1942, per statement of profit and loss_ 1,660,750.44 

$4,365,756.64 

Deduct: 

Dividends paid—$1.00 per share_ 753,813.00 

Balance at July 31, 1942 (Including Canadian subsidiary company 
surplus of $221,362.87) (Note 6)- $3,611,943.64 


Capital Surplus 

Balance at July 31, 1941 - $569,378.88 

Balance at July 31, 1942 - $569,378.88 




















Phice,Waterhouse 8c Co. 


UNION t'.OM MKHCE BUILDING 

CLEVELAND 


To the Board of Directors, 

Addressograph-Multigraph Corporation. 


We have examined the consolidated balance sheet of 
Addressograph-Multigraph Corporation and its Canadian subsidiary 
company as of July 31, 1942, and the consolidated statements of 
profit and loss and surplus for the fiscal year then ended. In 
connection therewith, we have reviewed the system of internal ac¬ 
counting control and the accounting procedures of the companies 
and, without making a detailed audit of the transactions, have 
examined or tested accounting records of the companies and other 
supporting evidence, by methods and to the extent we deemed ap¬ 
propriate. Although we attempted to make a representative test 
circularization, direct confirmation of the accounts receivable 
from United States Government agencies and departments and other 
war work contractors proved to be Impracticable under present 
conditions. However, by means of certain other tests we satisfied 
ourselves as to the fairness of the amounts carried for such re¬ 
ceivables. Our examination was made in accordance with generally 
accepted auditing standards, except as stated above, applicable in 
the circumstances and included all procedures which we considered 
necessary. 


Except for the effect which the provisions of the War 
Profits Control Act, referred to in Note 8, may have on the accounts, 
it i8 our opinion that the accompanying consolidated balance sheet 
and related consolidated statements of profit and loss and surplus 
present fairly the position of Addressograph-Multigraph Corporation 
and its Canadian subsidiary company at July 31, 1942, and the results 
of their operations for the fiscal year, in conformity with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Cleveland, Ohio 




October 31, 1942 























